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Abstract
Starting from its connotation, this paper dwells on various social benefits of promoting fire public liability insurance, including 
improving the unit’s ability to prevent fire accidents, relieving the pressure on the government as well as the public security and 
fire protection departments which are short of policemen, and promoting the development of fire protection intermediary 
organizations and various fire protection teams. In addition, this paper discusses several issues to which we should pay attention
while promoting fire public liability insurance, such as making great efforts to publicize such insurance, developing the insurance 
company’s interest in it, formulating regulations to standardize it and strengthening the interaction between fire protection and
insurance. The purpose of this research is to offer some advice to the promotion of fire public liability insurance, which is being
promoted after the implementation of the new fire protection law.  
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Statistics show that in the decade from 1996 to 2005, 574 catastrophic fire accidents broke out nationwide, 
claiming 2104 lives, injuring 1726 people, and causing a direct property loss of RMB 2.182897 billion yuan. 158 
accidents (27.5%)occurred in shopping centers, markets, hotels, restaurants and entertainment facilities, claiming 
1023 lives (48.6%), injuring 708 people(41.1%), and causing a direct property loss of RMB 903.157 million yuan 
(41.4%).[1] Evidently, the fire accidents in public places may result in tremendous economic loss, severe casualties, 
extremely negative social effects and thrilling consequences. In addition, the loss incurred in some serious or 
catastrophic fire accidents can not be properly compensated. For example, on June 16, 2002, a fire accident broke 
out in an Internet café with the name of Lanjisu, which was located in Haidian District, Beijing. Unable to pay 
indemnity for 25 lost lives, the owner was cast into prison; on February 15, 2004, a catastrophic fire accident broke 
out in a shopping center with the name of Zhongbai, which was located in Jilin Province. With 54 people killed and 
more than 70 injured, the total expenses arising from first aid, treatment and indemnity exceeded RMB 4 million 
yuan. On September 20, 2008, a fire accident happened to a club with the name of Wuwang, which was located in 
Shenzhen City, 44 killed, 64 injured, with a direct economic loss of RMB 15.8976 million yuan. After this accident, 
the government made an advance payment of RMB 250 thousand yuan for every victim. If not properly relieved and 
remedied, such a kind of accidents involving a number of the killed and injured people may increase inharmonious 
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factors in the society. If the government paid the indemnity for every accident, that would be a ponderous financial 
burden. For this reason, it is clearly stated in Article 33 of the new fire protection law that the state encourages and 
advises the pubic places, as well as the enterprises which produces, stores, transports and sells flammable and 
explosive articles, to cover public fire liability insurance. On the other hand, insurance companies are encouraged to 
offer fire public liability insurance. This is the first time that our country has legalized fire public liability insurance 
in an express way. And it is of great significance for maintaining the state’s interests, stabilizing the society, 
ensuring the legitimate right of the parties concerned, and properly dealing with fire accidents. However, there are 
still some other issues worth attention during the implementation of fire public liability insurance.    
1 The Definition of Fire Public Liability Insurance 
According to Clause 4 under Article 65 of the Insurance Law of the People’s Republic of China, “Liability 
insurance refers to insurance that makes the liability to indemnities of the insured to the third party as the object”. 
According to the Notice of Actively Promoting Fire Public Liability Insurance and Effectively Improving Fire 
Accident Prevention and Risk Management, which was promulgated by China Insurance Regulatory Commission 
and the Ministry of Public Security of the People’s Republic of China, fire public liability insurance refers to 
insurance that makes the fire-caused legal liability to indemnities of the insured to the third party as the object. [2] In 
case of a fire or explosion accident in the premise of the insured, which breaks out when the insured is engaged in 
legal production or operation and which results in the injury and death of a third party, the medical expenses and 
comfort fund arising therefrom, as well as the civil compensation liability which should be borne by the insured in 
accordance with the law, should be provided by the insurance company for the victims in the form of an indemnity 
within the liability limit. Fire public liability insurance features the uncertainty of beneficiaries and indemnity 
amount. For example, for a fire accident which breaks out at a public place, it is impossible to predetermine the 
casualties. Accordingly, the amount of indemnity is also uncertain because it is decided by casualties.  
2 The Significance of Promoting Fire Public Liability Insurance 
2.1 Units Will Have Better Ability to Control Fire Risk 
Fire public liability insurance is paid by the insurance company to a third party. An enterprise suffers from great 
economic loss in a fire accident, and eventually they often become incapable of paying indemnity to the victims. 
Instead, if this enterprise has covered fire public liability insurance, it only needs to pay a certain amount of annual 
premium to the insurance company. In case of a fire accident, it will get a reliable financial support, and be relieved 
from the overlapping pressure of economic loss and indemnity. Since the risk is transferred to the insurance 
company, the unit will have a better ability to control fire risk. For example, in the case of Jilin Province, Zhongbai 
Shopping Center, as the responsible party, paid an indemnity of RMB 80 thousand yuan to the family of each 
decedent, with the total indemnity to the decedents reaching RMB 4.32 million yuan. [3] Zhongbai Shopping Center 
suffered from tremendous property loss itself, and such a large amount of indemnity made things even worse.  
2.2 The Government’s Pressure Will Be Relieved 
Currently, fire accidents in public places are basically indemnified by one of the following three parties: the 
victim unit, the government or the insurance company (if the victim unit has covered fire public liability insurance). 
In reality, many victim units are incapable of paying indemnity to the killed or injured, and what is worse, they have 
not covered fire public liability insurance. Eventually, the government paid the indemnity for the purpose of 
maintaining social stability. For example, in the case of Shenzhen City, the government made an advance payment 
of indemnity. Such a remedy, which comes from the government revenue, is social assistance in nature, aiming at 
maintaining social order. However, as the government’s revenue is subject to a budget, only a small amount of 
money can be allocated for indemnifying the fire accidents. If the government provides social assistance to the 
victims, its financial budget will be confronted with a very big challenge. The promotion of fire public liability 
insurance will shift the risk of fire-caused compensation liability from the proprietor to the insurance company. 
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Then the insurance company will be endowed with a social management function, and assume the obligation to pay 
indemnity to the victims. Thus, social stability is ensured, and on the other hand, the financial burden of the 
government is relieved.  
2.3 Relive the Pressure on Insufficient Policemen of Fire Protection Department 
When promoting  fire  public liability insurance, insurance companies will try to reduce the probability of fire 
accidents in the insured units, with a view to reducing their own cost. For example, the insurance company may 
offer fire protection and security service and help the unit to rectify fire accident hazards. Thus, the probability of 
fire accidents will be reduced, and the pressure caused by insufficient policemen will be relieved. At the same time, 
the insurance company may, in place of the public security and fire protection departments, perform some functions 
related to fire protection supervision and management. By implementing the state’s relevant fire protection laws, 
regulations, policies and systems, carrying out publicity and education campaigns related to fire protection and 
safety, and performing fire protection safety inspection, many specific administrative functions of the public security 
and fire protection departments will be implanted into insurance companies or fire protection intermediary 
organizations. Thus, when dealing with those specific issues, the public security and fire protection departments will 
have less pressure caused by insufficient policemen. Instead, they can deploy the limited police resources to social 
administration.  
2.4 The Development of Fire Protection Intermediary Organizations Will Be Boosted  
When promoting fire public liability insurance, insurance companies should accurately evaluate the fire risk of a 
unit, so that different premium rates can be determined based on different fire risk levels. In this way, the unit will 
have a stronger desire to rectify fire accident hazards. However, insurance companies are not familiar with the fire 
protection and safety standards. In order to have an accurate evaluation of a unit, they need to get support from a 
third party, or set up a special fire risk evaluation department inside themselves. The latter choice calls for a large 
investment, so it is a better choice to entrust the evaluation work to a fire protection intermediary organization. The 
new fire protection law of our country encourages and advocates the public places or enterprises to cover fire public 
liability insurance. This will inevitably give birth to a number of intermediary organizations which undertake such 
businesses as the evaluation and consultation related to fire protection and safety. The development of fire 
protection intermediary organizations will also be conducive to the transformation of government functions. When 
revising the fire protection law, some people tried to push some technical work, such as reviewing and approving the 
fire protection proposal of some construction projects, to intermediary organizations. However, some committeemen 
considered that fire protection intermediary organizations were still developing, and they might not be competent for 
those primary work. Finally, some rights were reserved on the review and approval of the technical proposals for 
some important construction projects. The author maintains that the promotion of public liability fire insurance will 
inevitably lead to the growth of fire protection intermediary organizations.  
2.5 The development of diversified fire protection teams will be boosted 
In recent years, with the development of the society, our country has been confronted with a very challenging 
situation of fire protection, especially in the extensive rural areas, where the responsibility of fire protection can not 
be fully undertaken by in-service forces. Under such circumstances, various fire protection teams should be 
developed. Along with the construction of socialist new countryside, various protection teams have been set up in 
some areas, such as the professional fire brigades of the government, the united fire brigades of the government and 
enterprises, and voluntary fire brigades. They all have played an important role in fire protection, however, owing to 
inadequate financial support, they often fail to deliver a consistent function. By promoting fire public liability 
insurance, the insurance company will allocate a part its profit for the development of fire brigades, as a result of 
which the fire control ability will be enhanced in some areas. In case of a fire, the protection of fire brigades can 
help to reduce economic losses, and realize a win-win relation between fire protection and insurance. 
3 Issues Needing Attention on the Promotion of Fire Public Liability Insurance 
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3.1 Vigorous Propaganda for Fire Public Liability Insurance 
According to pertinent data, less than ten percent of superstores, supermarkets and public places of entertainment 
are covered by fire public liability insurance. This shows most proprietors of these places lack the knowledge of fire 
risks. Taking chances, these operators take exception to this insurance. They hold that it is not worthwhile to spend a 
large sum of money for such insurance if there is no accident. So many businesses consider this insurance to be a 
burden. Apart from these proprietors, many other people are oblivious to this insurance, believing that it has the 
least concern with them whether a public gathering place has been covered by it. Many of them are frequent 
customers of these places, knowing little about fire public liability insurance and fire safety. In case a fire in a 
superstore, which has serious fire danger but has not been covered by this insurance, its victims would suffer 
infringement if the proprietor of the superstore should not pay an active compensation. Considering these, a 
strengthened propaganda for fire public liability assurance is of much necessity. All kinds of means, such as 
advertising by media, through service hotline, on streets and display windows, should be used to promote the 
publicity so as to improve people’s knowledge of functions and features of fire public liability insurance. If those 
gathering places without being covered by it are not to be patronized by people, their proprietors would have to take 
out this insurance. Moreover, data comparison, typical case analysis and other methods can be employed to lead 
people to this insurance. Through vigorous publicity, the percentage of fire public liability insurance will surely be 
raised. In return, social contradictions are to be prevented and the government is to be relieved of the burden of 
after-disaster salvation, which will promote the transformation of government functions. 
3.2 We Should Develop the Interests of the Insurance Companies 
Fire public liability insurance’s concentrated extent of liability, low rate and large compensation which make it 
have far more operational risk than general property insurance, higher technical and managerial requirements for 
insurance companies, people’s less approval of it and proprietors’ unwillingness to buy it make the effective demand 
of this kind of insurance seriously insufficient. In addition, from the economical perspective, this insurance is a 
positive externality product because the social benefits from it are plainly higher than insurance companies’ 
economic benefits. All these cause the insurance companies to show less enthusiasm in this insurance. Generally 
speaking, our commercial insurance companies, taking account of benefit quest, are reluctant to actively encourage 
the proprietors of the public gathering places to take out fire public liability insurance. So the government should 
offer insurance companies some tax preferences to bring up their enthusiasm in undertake this insurance. 
Furthermore, before accepting this insurance, the insurance companies should strengthen their communication and 
connection with fire control intermediaries and public security fire control organizations to implement a fire risk 
evaluation and a deferential rate of the insurance premium. They also should entrust the intermediaries to make a 
safety inspection of the insured places, supervise and urge their proprietors to stamp out the hidden fire dangers, so 
that they can get a low cost. They can open up an independent account only for this kind of business or set up a 
subsidiary company to specialize in this business. 
3.3 Regulations Should Be Formulated to Regulate Fire Public Liability Insurance  
In 1985, the State Council endorsed the Fire Control Reform and Development Program drafted by the Ministry 
of Public Security, in which it is put forward for the first time that commercial insurance’s functions in fire control 
should be brought into play and that key enterprises, places where there are inflammable and explosive dangerous 
goods, public gathering places such as superstores, hotels, restaurants, cinemas and dancing halls must be covered 
by fire insurance and public liability insurance. In 2001, the State Council endorsed the Ministry of Public 
Security’s guidance about fire control development during the 10th Five-Year Plan period. It is pointed out in this 
guidance that the economic lever of rate should be made best of and be linked up with the insured units’ fire safety 
so as to these units will improve their fire safety conditions and ability to guard against fires. In 2002, the fire 
control law-enforcement inspection group of the Standing Committee of the National People’s Congress came up 
with the opinions about implementing fire safety compulsory insurance system, encouraging insurance companies to 
get involved in fire control and employing market economic mechanism to control fire risks. Thereafter, many local 
regulatory documents have been unveiled, which demand that insurance means should be to used to guard against 
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dangers and all-rounded risk management services should be provided for enterprises in order to help enterprises 
reduce risks and accidents. 
The new Fire Control Law of the People’s Republic of China was enacted on the 28th of October, 2008. The 33rd 
provision of the law stipulates fire public liability insurance. This is the first time that fire public liability insurance 
is definitely stipulated in the form of law. Nevertheless, this stipulation has not very good practicality and there are 
some problems about it worthy of our attention. The first is who will set the rate; the second is how this insurance 
business will be operated; the third is there are details to be taken into account in concrete operations. Considering 
that fire public liability insurance can not be put into concrete practice by right of only one provision of law, 
relevant regulations are still needed to specify its implementation. 
3.4 The Interaction Between Fire Protection and Insurance Should Be Strengthened  
In America, fire control departments will release to the public the information about hidden fire dangers found in 
their routine inspections. Such information can be useful to insurance companies. When they find any insured on the 
list of public release, they will inform in written form the insured that the hidden fire dangers must be stamped out. 
If the insured should not do so and a fire should occur, the insurance company could refuse to compensate for the 
loss. Such good foreign experience can be drawn on by us to strengthen the cooperation between public security fire 
control departments and insurance companies and to establish information exchange system, fire risk assessment 
criteria and fire control evaluation system. A good interaction between fire control and insurance is helpful to social 
stability, economic development and win-win between fire control departments and insurance companies. 
All in all, modern insurance can function as economic compensation and social management; vigorous 
development of the fire public liability insurance is of great help to the reduction of fire accidents, social public 
security, management and development of enterprises and public institutions and relief of the government’s burden 
of after-disaster salvation.  
References 
[1] Fire Station of Ministry of Public Security. China Fire Protection Yearbook[M]. Beijing: China Personnel Press, 2006. 463-464. 
[2]Criminal Law Committee of the NPC Standing Room, Fire Station of Ministry of Public Security. Interpretation of Chinese Fire Control 
Law[M]. Beijing: People Press,2009.83-83. 
[3]Li Xi-yang. View on fire public liability insurance from Jilin, "2.15" accident. Insurance Research, 2004,7:47-49. 
[4]HU Chuan-ping, YANG Yun. Preliminary discussion on the meanings and measures of advancing public liability insurance of fires[J]. Fire 
Science and Technology, 2007,3:205-208. 
[5]Liu Xin-li.Collaboration of fire and insurance in the role of fire risk management after the fire.[J].Cross-strait Relations.2003,12:44-45. 
